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amount of $500 million or more as a re-
sult of bids submitted by the submitter
or forwarded by the intermediary.

(1) A written confirmation of its bid,
and

(2) A written statement indicating
whether it had a reportable net long
position as defined in § 356.13, and, if a
position had to be reported, the
amount of any such position and the
name of the depository institution or
dealer through which the customer re-
quested that the position be reported.

[58 FR 414, Jan. 5, 1993, as amended at 59 FR
28775, June 3, 1994]

§ 356.25 Payment for awarded securi-
ties.

Payment for securities is to be ac-
complished by the issue date. Payment
will be accomplished as follows:

(a) Payment with tender. When pay-
ment is made with the tender as pro-
vided for in § 356.17 (a)(1) and (b)(1), set-
tlement is accomplished as follows:

(1) When an amount is due the sub-
mitter. When the payment previously
remitted by the submitter exceeds the
settlement amount, the balance will be
refunded to the submitter following the
auction.

(2) When the submitter must remit an
additional amount. When the settlement
amount exceeds the payment pre-
viously remitted by the submitter, the
submitter will be notified of the addi-
tional amount due and is responsible
for remitting it immediately. Such ad-
ditional amount may be due if the auc-
tion calculations result in a premium
or if accrued interest and/or inflation
adjustment is due.

(b) Payment by authorized electronic
means. Where the method of payment is
by an authorized electronic means as
provided for in § 356.17 (a)(2) or (b)(2),
the settlement amount will be charged
to the specified account on the issue
date.

(c) Payment by authorized charge to a
funds account. Where the submitter’s
method of payment is an authorized
charge to the funds account of a depos-
itory institution as provided for in
§ 356.17 (a)(3) or (b)(3), the settlement
amount will be charged to the specified
funds account on the issue date.

(d) Amount of payment for awarded se-
curities. The payment amount for

awarded securities will be the settle-
ment amount as defined in § 356.2. (See
formulas in appendix B.)

[58 FR 414, Jan. 5, 1993, as amended at 61 FR
54910, Oct. 22, 1996; 62 FR 852, Jan. 6, 1997]

Subpart D—Miscellaneous
Provisions

§ 356.30 Payment of principal and in-
terest on notes and bonds.

(a) General. Principal on notes and
bonds will be paid on the maturity date
as specified in the offering announce-
ment unless the security is called pur-
suant to its terms and in accordance
with appropriate public notice. Interest
on notes and bonds accrues from the
dated date. Interest is payable on a
semiannual basis on the interest pay-
ment dates specified in the offering an-
nouncement through the date that the
principal becomes payable. In the
event any principal or interest pay-
ment date is not a business day, the
amount is payable (without additional
interest) on the next business day.

(b) Treasury inflation-indexed securi-
ties. At maturity, the inflation-ad-
justed principal will be paid, unless the
inflation-adjusted principal is less than
the par amount of the security, in
which case an additional amount will
be paid at maturity so that the addi-
tional amount plus the inflation-ad-
justed principal equals the par amount.
If a security has been stripped, any
such additional amount will be paid at
maturity to holders of principal com-
ponents only. Regardless of whether or
not an additional amount is paid, the
final interest payment will be based on
the inflation-adjusted principal at ma-
turity.

[58 FR 414, Jan. 5, 1993, as amended at 62 FR
852, Jan. 6, 1997]

§ 356.31 STRIPS.
(a) General. A note or bond may be

designated in the offering announce-
ment as eligible for the STRIPS pro-
gram. At the option of the holder, and
generally at any time from its issue
date until its call or maturity, any
such security may be ‘‘stripped,’’ i.e.,
divided into separate principal and in-
terest components. A short or long
first interest payment and all interest
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payments within a callable period are
not eligible to be stripped from the
principal component. The CUSIP num-
bers and payment dates for the prin-
cipal and interest components are pro-
vided in the offering announcement if
not previously announced.

(b) Treasury fixed-principal securities—
(1) Minimum par amounts required for
STRIPS. For a fixed-principal security
to be stripped into the components de-
scribed above, the par amount of the
security must be in an amount that,
based on its interest rate, will produce
a semiannual interest payment in a
multiple of $1,000. Exhibit C to this
part provides the minimum par
amounts required to strip a fixed-prin-
cipal security at various interest rates,
as well as the corresponding interest
payments. Amounts greater than the
minimum par amount must be in mul-
tiples of that amount. The minimum
par amount required to strip a par-
ticular security will be provided in the
press release announcing the auction
results.

(2) Principal components. Principal
components stripped from fixed-prin-
cipal securities are maintained in ac-
counts, and transferred, at their par
amount. The principal components
have a CUSIP number that is different
from the CUSIP number of the fully-
constituted (unstripped) security.

(3) Interest components. Interest com-
ponents stripped from fixed-principal
securities are maintained in accounts,
and transferred, at their original pay-
ment value, which is derived by apply-
ing the semiannual interest rate to the
par amount. When an interest compo-
nent is created, the interest payment
date becomes the maturity date for the
component. All such components with
the same maturity date have the same
CUSIP number, regardless of the un-
derlying security from which the inter-
est payments were stripped. All inter-
est components have CUSIP numbers
that are different from the CUSIP
number of any fully-constituted secu-
rity and any principal component.

(c) Treasury inflation-indexed securi-
ties—(1) Minimum par amounts required
for STRIPS. The minimum par amount
of an inflation-indexed security that
may be stripped into the components
described in paragraph (a) of this sec-

tion is $1,000. Any par amount to be
stripped above $1,000 must be in a mul-
tiple of $1,000.

(2) Principal components. Principal
components stripped from inflation-in-
dexed securities are maintained in ac-
counts, and transferred, at their par
amount. At maturity, the holder will
receive the inflation-adjusted principal
value or the par amount, whichever is
greater. (See § 356.30.) The principal
components have a CUSIP number that
is different from the CUSIP number of
the fully-constituted (unstripped) secu-
rity.

(3) Interest components. Interest com-
ponents stripped from inflation-in-
dexed securities are maintained in ac-
counts, and transferred, at their ad-
justed value, which is derived by multi-
plying the semiannual interest rate by
the par amount and then multiplying
this value by 100 divided by the Ref-
erence CPI of the original issue date
(or dated date, when the dated date is
different from the original issue date).
See Appendix B, Section IV to this
part, for an example of how to cal-
culate an adjusted value. The payment
value of any interest component cre-
ated prior to March 31, 1999, will be
converted to its adjusted value. When
an interest component is created, the
interest payment date becomes the ma-
turity date for the component. All such
components with the same maturity
date have the same CUSIP number, re-
gardless of the underlying security
from which the interest payments were
stripped. The CUSIP number of any in-
terest component created prior to
March 31, 1999, will be converted to the
fungible CUSIP number for the same
maturity date. All interest components
have CUSIP numbers that are different
from the CUSIP number of any fully-
constituted security and any principal
component. At maturity, the payment
to the holder will be derived by multi-
plying the adjusted value of the inter-
est component by the Reference CPI of
the maturity date, divided by 100. See
Appendix B, Section IV to this part, for
an example of how to calculate an ac-
tual payment amount from an adjusted
value.

(4) Rebasing of the CPI. In the event
that the CPI is rebased, the adjusted
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values of all outstanding inflation-in-
dexed interest components will be con-
verted to adjusted values based on the
new base reference period. At such
time, Treasury will publish informa-
tion specifying the manner in which
this conversion will be accomplished.
Subsequent to rebasing, any TINTS
created from a security that was issued
during a prior base reference period
will be issued with adjusted values cal-
culated using reference CPIs under the
most-recent base reference period.

(d) Reconstituting a security. Stripped
interest and principal components may
be reconstituted, i.e., restored to their
fully-constituted form. A principal
component and all related unmatured
interest components, in the appro-
priate minimum or multiple amounts
or adjusted values, must be submitted
together for reconstitution. Interest
components stripped from inflation-in-
dexed securities are different from in-
terest components stripped from fixed-
principal securities and, accordingly,
are not interchangeable for reconstitu-
tion purposes.

(e) Applicable regulations. Unless oth-
erwise provided in this part, notes and
bonds stripped into their STRIPS com-
ponents are governed by subparts A, B,
and D of part 357 of this chapter.

[63 FR 35783, June 30, 1998]

§ 356.32 Taxation.
(a) General. Securities issued under

this part are subject to all applicable
taxes imposed under the Internal Rev-
enue Code of 1986, or successor. Under
section 3124 of title 31, United States
Code, the securities are exempt from
taxation by a State or political sub-
division of a State, except for State es-
tate or inheritance taxes and other ex-
ceptions as provided in that section.

(b) Treasury inflation-indexed securi-
ties. Special federal income tax rules
for inflation-indexed securities, and
principal and interest components
stripped from such securities, are set
forth in Internal Revenue Service regu-
lations.

[62 FR 853, Jan. 6, 1997]

§ 356.33 Reservation of rights.
The Secretary reserves the right to

accept or reject or refuse to recognize

any or all bids or tenders submitted
under this part. The Secretary also re-
serves the right to award more or less
securities than the amount of securi-
ties specified in the offering announce-
ment. The Secretary further reserves
the right to waive any provision or pro-
visions of this part for any or all bid-
ders or submitters. Decisions of the
Secretary under this section shall be
final.

§ 356.34 Remedies.

(a) General. When a person or an enti-
ty fails to comply with the require-
ments of this part, the Secretary will
consider the circumstances of such
failure and determine an appropriate
remedy. Such remedy may include pro-
hibiting the person or entity from par-
ticipating in future auctions for its
own account, for the account of others,
or both. The Secretary may refer such
occurrences to the appropriate regu-
latory agency for enforcement action.

(b) Liquidated damages. A bidder
agrees to pay liquidated damages of 1%
of the par amount of securities award-
ed the bidder in an auction if the bid-
der fails to pay for the awarded securi-
ties in a timely manner. The Secretary
may waive, in whole or in part, the
payment of liquidated damages. This
liquidated damages provision shall not
preclude the use of any other available
remedy.

§ 356.35 Reservations as to terms of of-
ferings.

The Secretary reserves the right to
supplement or amend provisions of this
part. The Secretary further reserves
the right to modify the terms and con-
ditions of new securities and to depart
from the customary pattern of securi-
ties offerings at any time. Public no-
tice of any such changes will be pro-
vided.

§ 356.36 Paperwork Reduction Act ap-
proval.

The collections of information con-
tained in §§ 356.11, 356.12, 356.13, 356.14,
and 356.15 and in appendix A of this
part have been approved by the Office
of Management and Budget under con-
trol number 1535–0112.

[61 FR 37011, July 16, 1996]
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